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ABSTRACT 


This report examines the effect of including real property 
depreciation in the U.S. Coast Guard Yard's overhead costs. 
The following accounting concepts are discussed as to their 
nature and appropriateness to the Yard's accounting: asset 
valuation, useful life determination, depreciation and asset 
Capitalization criteria. Two methods of overhead allocation 
are presented and contrasted. The first method is currently 
used by the Yard and the second is a proposed replacement. 

A $1,000 capitalization threshold is proposed to replace the 
current $200 threshold. The real property assets are depre- 
Ciated on the basis of their historical cost and by the straight 
line method. Their depreciation costs are distributed to the 
appropriate cost centers. From there the costs are allocated 
to overhead by both allocation methods. The effect of a $1,000 
Capitalization threshold is then added in to the calculations. 
A new rate structure is computed twice for both allocation 
methods: at the current capitalization threshold and at the 
91,000 capitalization threshold. The four resulting rates are 
applied to sample Yard projects to contrast their effects on 
overhead costs. 

This report concludes that information based on historical 
cost is irrelevant due to inflation. A recommendation is made 
to use current cost, which would produce more useful informa- 
tion to determine the current operating costs of the Coast 


Guard Yard. 
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io LNeRODUGTION 


This thesis will examine the effect of adding real pro- 
perty depreciation to the Coast Guard Yard's industrial 
overhead costs. The Yard is financed by the Coast Guard Yard 
Fund, which is a revolving industrial fund. Under the Yard 
Fund direct materials, direct labor, and overhead costs are 
recovered by charging the Yard's customers. Acquisition of 
real property and its subsequent improvements are financed by 
separate appropriations. The economic consumption (deprecia- 
tion) of real property 1s not recoverable from customers, but 
1t 1S still recorded on the Yard's annual balance sheet for 
statistical purposes. 

The primary issue of this thesis is how much the Yard's 
overhead costs will increase if real property depreciation is 
included as an annual operating expense. There are also two 
secondary issues. First, which of two alternative overhead 
allocation models should be used for computing overhead? 
Second, should the present $200 asset capitalization threshold 
be increased to $1,000? The impacts on overhead costs from 
both secondary issues will be examined. 

The depreciation of each real property asset was computed. 
Depreciation costs were collected in appropriate cost centers. 
The cost centers’ costs were then allocated to the industrial 
overhead pool by using both of the alternative allocation 


methods. Finally, four additional overhead costs were determined, 





two for each allocation method, with each allocation method 
having one rate without and one rate with the write-off ex- 
pense which would result from the implementation of the $1,000 
Capitalization threshold. 

The study concludes that the effect from adding real prop- 
erty depreciation is a material increase in the Yard's operat- 
ing costs. However, the relevancy of this information is 
questionable, since it is based upon historical costs rather 
than current costs. A recommendation is made that the purpose 
for which this information will be used be determined-~--whether 
it will be to track historical costs or to determine the actual 


current cost of the Yard. 
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II. PROBLEM STATEMENT 


The intent of this thesis is to incorporate the annual 
depreciation of major assets, which has previously been in- 
cluded for statistical use only, into the Coast Guard Yard's 
overhead cost pool. The resulting increase in the Yard's 
overhead costs will be determined and the potential effect on 
customer charges will be examined. 

Presently, paragraph 1HO1002B4 of the Coast Guard Comp- 
troller Manual prohibits charging depreciation of real prop- 
erty to the Yard's job orders [Ref. 1]. Therefore, the Yard's 
customers are receiving the benefit of machine shops, drydocks 
and their assorted support facilities, utility systems and 
other fixed assets without having to pay for them. These are 
free goods which have been provided by the government to the 
Yard's customers. In effect the customers are receiving the 
benefit of a subsidy which reduces the cost of their Yard work. 
Other Yard assets (i.e., machinery and vehicles), are presently 
being depreciated and charged to overhead as their benefits 
are consumed. 

This thesis will quantify the effect of adding depreciation 
of real property capital assets to the Yard overhead cost pool. 
The subsequent change in the overhead allocation rate will be 
presented. This new rate will be based, as is the present 
policy, on direct labor costs. In addition, a determination 


will be made as to changes required in drydock rates. 
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Aye WHY INCLUDE REAL PROPERTY DEPRECIATION IN CUSTOMER CHARGES? 

Depreciation is defined as "a systematic and rational 
method of allocating costs to periods in which benefits are 
received" [Ref. 2] or "the expiration of the acquisition costs 
(or other basis) of an asset" [Ref. 3]. Therefore, in depre- 
Clating real property (except land, which, by general conven- 
tion, does not depreciate), periodic costs of consuming assets 
are expensed in the period in which consumption occurs. Then 
these costs are passed along to customers who actually received 
the benefits, albeit indirectly, of the depreciated assets. 

Since the philosophy of an Industrial Fund is to account 
for the activity's resources as a commercial company would do, 
the depreciation of fixed assets in an industrial fund should 
be included as a cost of operating the activity, just as ina 
commercial enterprise. This allows for a more realistic cost 
comparison between the Coast Guard Yard and commercial shipyards 
that may be considered as alternatives to the Coast Guard Yard 
for a given project. 

By including fixed asset depreciation in the various over- 
head cost centers, the cost center managers have a more realis- 
tic idea of how much it actually costs to operate their cost 
centers, even though they do not have direct control over 
depreciation expense. However, for future planning, the cost 
center manager would be able to make a more informed recommen- 
dation on any acquisitions and/or improvements contemplated, 


Since he would know that the associated depreciation would 


eZ 





become part of his cost center's fixed costs. In this way, 

he would become more cognizant of his fixed assets and would 
be able to make better decisions on maintenance-versus-improve- 
ment and improvement~versus~replacement problems. 

The increased cost of Yard projects (from inclusion of 
fixed asset depreciation) would not be charged to customers, 
Since this is prohibited by regulation [Ref. 1]. However, if 
the additional cost could be recovered, Yard customers would 
have to become more selective in choosing projects to ensure 
the greatest possible efficiency and effectiveness of their 


limited dollars. 


B. WHY NOT PREVIOUSLY INCLUDED? 

The government does not want to pay twice for the same 
asset firstthrough an appropriation to purchase the new asset 
or improvement and then through an appropriation to finance 
the customer being charged for the depreciation of the new 
asset. 

Congress wants to control major government acquisitions. 
This control is achieved by financing major acquisitions through 
appropriations, which are subject to Congressional review and 
approval. In the case of the Coast Guard, these are the 
Operating Expense (OE) and Acquisition, Construction, and 
Improvement (AC&I) appropriations. This control makes the 
Various government agencies justify their requests to the Con- 
gress. It also permits Congress to approve or disapprove 


projects based upon their political expediency. 
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It is highly unlikely that Congress will give up this con- 
trol. If it did, the services would then be able to approve 
their own projects for Industrial Fund activities. If this 
was to be the case, then charging depreciation for major assets 
acquired under this type of financing would be appropriate. 

An alternative to the above might be to continue to finance 
major assets by appropriation but to consider this funding as 
an increase to the Industrial Fund's corpus. (This would be 
Similar to equity financing in the commercial world.) The 
activity would then be responsible for capital maintenance 
and, thus, for recovery of the cost of the assets through 
charges for depreciation. This method would preserve Con- 
gressional control and still make the activity accountable 


for capital maintenance. 
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III. BACKGROUND 


PeeOesCRIPTION OF THE YARD 

The Coast Guard Yard is located approximately six miles 
southwest of the City of Baltimore, Maryland. Originally 
founded in 1899 as the Revenue Cutter Service Depot, the Yard 
has performed ship construction and repair functions ever since. 
It is the only shipyard facility owned and operated by the 
Coast Guard. Located on a 113 acre site adjacent to Curtis 
Creek and Arundel Cove, the Yard incorporates 1730 feet of 
pier space on three piers with dock side cranes for ship repair 
work. In addition, there are two floating drydocks, one 200 
feet and one 350 feet long; two construction shipways, each 
350 feet long; and one 100-foot long marine railway. The 
Yard has a 650-foot long small boat construction (fabricating) 
shop plus machine, electrical, electronic, woodworking, ordnance 
and other industrial shops. The Yard is manned with a work 
force of approximately 1,000: people. 

Fiscal year 1982's budgeted industrial sales are $28,300,000, 
with 14 major cutters (180 feet and longer) scheduled for dry- 


dock availability. 


BeeeeeUNCTIONS OF THE YARD 
There are six functions of the Yard: 
% of Budgeted Cost 
(1) Ship construction (65 feet and over) iG 


(2) Ship repairs and alterations 66.2 


1s 





(3) Small boat construction and repairs 14.1 
(4) Buoy and buoy part construction 3.4 


(5) Fabrication of special items and Mh 4 
miscellaneous services 


(6) Major maintenance for the Yard and 35.5 
tenant activities 

C. NONINDUSTRIAL COSTS 

Although they are part of the Yard's operations, there are 
certain costs that have been delineated as nonindustrial by 
the Yard's Budget and Accounting Manual. They include costs 
incurred by Ship Inventory Control Point (SICP), the Command- 
ing Officer's office and quarters, railroad trackage, EEO 
activity, union activity, Public Works Department professional 
and technical staff, apprentice program (classroom time for 
both instructors and apprentices) and the Quality Assurance 
Staff. The SICP is the largest sharer of Yard building and 
facilities. Its administrative office is co-located in build- 
ing no. 31 along with the Yard Comptroller Division and the 
Data Processing Center. Also, the SICP uses 25% of the various 
storage facilities at the Yard, since it is a ship's parts 
inventory stock point. These nonindustrial costs are covered 
by Operating Guides from the Operating Expense Appropriation, 
which will be discussed below. 

In addition to the industrial shipyard, there are several 
tenant commands which are also considered nonindustrial por- 
tions of the Yard. These include Coast Guard Group Baltimore, 


Coast Guard Station Curtis Bay, and two tugs and a small buoy 
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tender, which are separate commands homeported at the Yard. 
These other commands are contained within their own separately 
identifiable buildings and facilities and share only in such 
common elements as utilities and roadways. Finally, the Yard 
Comptroller staff handles financial matters for the entire 
Yard via the Industrial Fund. The nonindustrial sections of 
the Yard then have their shares of expenses allocated to them. 
These expenses include maintenance contracts for grounds and 
buildings, service contracts (e.g., trash removal) and utility 


costs. 


C. FUNDING OF THE YARD 

wee industrial Fund 

The Coast Guard Yard Fund Appropriation 69X4743 was 

established under Title 14 USC, Section 648 and Treasury De- 
partment Order No. 167-3 dated 6 May 1953 (Ref. lJ. It isa 
self-contained revolving fund used to account for all indus- 
trial work performed at the Coast Guard Yard. The costs of 
salaries, materials, and maintenance items incurred in Indus- 
trial projects are charged to the customers. Replacement of 
buildings and structures is excluded from the Yard Fund, since 
it requires specific legislative approval and funding. Also, 
certain repairs, additions, improvements and replacements of 
assets are funded separately by annual and multi-year appro- 


priations, which will be discussed below. 


2. Acquisition, Construction and Improvement Appropriation 
(AC&I) 


AC&I funds are provided for major real property improve- 


ments, additions and replacements which are estimated to cost 
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in excess of $50,000 and for the acquisition of land. It is 
a multi-year appropriation. Again, as stated in Chapter II, 
the depreciation of these assets cannot now be charged back 
to Yard customers [Ref. 1]. 
Pe Ole uating Sxpenses Appropriation (O8) 
The main appropriation which funds the Coast Guard 
is Operating Expenses, which is an annual appropriation. OE 
1s broken down into fourteen Operating Guides (OG) which cover 
such expenses as Military Pay, Civilian Pay, Operations & Main- 
tenance, and Personnel Training and Procurement. The Yard 
receives funding for nonindustrial operations from the Operat- 
ing Guides described below. 
OG-0l1, Military Pay and Allowances, funds the mili- 
tary payroll for all officers and enlisted personnel 
stationed at the Yard. This does not include offi- 
cers assigned to industrial billets, since their 


payroll is funded from the Yard Fund. 


OG-08, Civilian Salaried Personnel, funds the pay- 
roll for General Schedule (GS) employees not provided 
for by the Yard Fund. These employees would in- 
clude those working in administration, the SICP, 
Public Works Professional and Technical Staff and 


the Quality Assurance Staff. 


OG-20, Permanent Change of Station Program, funds 
Permanent Change of Station (PCS) orders for all 


military personnel attached to the Yard. 
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OG-30, Operating and Maintenance Costs, funds non- 
production areas of the Yard, including the Command- 
ing Officer's office and quarters, Bachelor Officer 
and Enlisted Quarters (BOQ and BEQ), the SICP (not 
including payrolls), union activity, Public Works 


operations and materials, and security. 


OG-43, Shore Unit Program, is applied to industrial 
assets to finance replacement of structures or parts 
GE structures, utility lines and industrial facili- 
ties. These replacements, which will extend the 
sueful life of the asset, are estimated to cost less 
than $50,000. Also real property improvements and 
additions for general purposes, estimated to cost 
between $1,000 and $50,000 per project, are included 
under OG-43. 0OG-43 does not finance the acquisition 


of land, however. 


OG-45, Vessel Program, funds inspection, repair, 
replacement and procurement of vessel parts and 
equipment that are stocked by the SICP. These 
Materials are controlled by Coast Guard Headquarters 
and are either issued free or sold to requesting 


units. 


OG-46, Ocean Engineering Program, funds the produc- 
tion and transportation of navigational buoys and 


related equipment. 
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OG-56, Civilian Training Program, funds training 
programs for the Yard's civilian employees. These 
programs include safety training, the apprentice- 


ship program and the upgrading of skills. 


OG-57, Medical Supplies and Equipment, funds pro- 
curement of materials and equipment for the Yard's 


dispensary. 


4. Costs Recoverable from Customers 

LiewUec Cetsen Guana YancteBucgetrnig ancdeACcCOUnE~INg 
Manual states that job order costs are composed of direct 
materials, direct labor and applied overhead, which are charged 
to customers. Direct labor includes salary plus accelerations 
for all leaves and the government's contributions to retire- 
ment, social security (FICA), life insurance (FEGLIA), and 
health insurance (FEHBA). 

Overhead is charged to customers as a percentage of 
direct labor costs. This percentage is presently limited to 
75% by Coast Guard Headquarters. Overhead cost consists of 
productive shop costs, operations and maintenance costs, and 
general management and administrative expenses. These over- 
head costs fall into the following six categories: 

1. Wageboard Supervisory and other indirect 
accelerated labor costs (e.g., assistance shop 
planner). 

2. Civil Service personnel costs including fringe 


benefits. 
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3. Pay and allowances of military personnel 

assigned to industrial billets. 

4. Wageboard employees, normally charged to pro- 

duction, when they are assigned to nonproduction 

Status (e.g., training, union activity or house- 

keeping). 

5. Materials and contractual services procured 

for general shop, office or Yard use, including 

routine maintenance of buildings, plant equipment, 

utility lines and industrial facilities. 

6. Allowance for depreciation or obsolescence of 

machinery and equipment, but not for real proverty. 
These costs are accumulated by the various cost centers (see 
Appendix A for a listing of cost centers). The total overhead 
cost to be recovered for the Yard is the sum of each cost 
center's budgeted overhead. This sum of all the cost centers' 
budgeted overhead is divided by the budgeted total direct 
labor cost for the Yard (which includes industrial regular and 
overtime hours plus engineering regular hours) to obtain the 
Yard's average overhead percentage rate. Finally, the actual 
overhead hourly rates are computed for each category of labor 


hours (see Chapter VI). 
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IV. ACCOUNTING CONSIDERATIONS 


There are three basic accounting elements to be con- 
Sidered when an asset is depreciated, the asset's value, 
the asset's useful life and the method of depreciating the 


asset. 


A. ASSET VALUATION 

Asset valuation is based on either input or output values. 
Input value is the cost to acquire an asset and place it into 
production. Output value is the anticipated future value of 
an asset to be received when it is sold or the future cash 
flows to be dervied from it. 

Since output value is primarily concerned with the future 
sale of an asset, it will not be discussed in this thesis. 
The assets that are of concern are of a fixed nature and -are 
not purchased with the intent to be sold but, rather, to be 
used in operations. In addition, Hendriksen states that it is 
the conventional practice to record nonmonetary assets at their 
input values. Nonmonetary assets are any assets which do not 
represent money or a claim to receive a fixed amount of money 
(e.g., cash, notes, bonds). They include land, buildings, 
equipment and inventory [Ref. 4]. Three measures of input 
valuation will be discussed below--historical cost, current 


replacement cost, and historical cost/constant dollars [Ref. 5]. 
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Pome Storied! Cost 

The traditional and still the only valuation method 
acceptable under generally accepted accounting principles 
MSenP) is valuation at historical cost. Historical cost's 
chief advantage is its objectivity, assets are valued at 
their actual purchase or acquisition costs. These costs are 
easily verified by examining purchase invoices for the assets 
along with records of associated installation and transportation 
costs. 

Disadvantages arise when assets are purchased at vari- 
ous dates over a long period of time. The costs associated 
with older assets may not be comparable with newer ones be- 
cause of inflation (1.e., 1940 dollars do not represent the 
same purchasing power as 1982 dollars). This factor makes the 
summing of asset values unrealistic. A second disadvantage 
is that an asset's value to the firm (or Yard) may have changed 
because of obsolescence, increasing energy costs, or other 
factors. Such changes in an asset's value subsequent to pur- 
chase are ignored by historical cost. 

eeercurrent Cost 

The Financial Accounting Standards Board (FASB) de- 
fined the current cost of property, plant and equipment in 
Statement 33 as, "the current cost of acquiring the same ser- 
vice potential (indicated by operating costs and physical 
Output capacity) as emobided by the asset owned" [Ref. 6]. 

The statement lists four methods companies may use to 


measure the current cost as a used asset. 
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1. Use the current cost of a new asset that has the same 
service potential the asset owned had when it was new; 
then adjust for depreciation based on the age of the 
asset owned. 

2. Use the current cost of a used asset that is of the 
Same age and in the same condition as the asset owned. 

3. Use the current cost of a new asset with a different 
service potential than the asset owned; then adjust 
for differences in service potential. 

4. Several alternative sources of price information may 
be used to determine current cost. These are externally 
and internally generated price indices for the class 
of goods being measured; current service prices; ven- 
dor's price lists, prices or quotations; and standard 
manufacturing costs that reflect current costs [Ref. 6]. 

The principal advantage of current cost is that it 
represents how such a firm would have to pay today for the 
Same asset. This makes it the best measure of input costs to 
be matched against current revenue. Another advantage is that 
the “summation of assets expressed in current terms in more 
meaningful than the addition of historical costs incurred at 
different times" [Ref. 7]. The method for calculating depre- 
Ciation would remain the same as under historical cost. The 
current cost would be used for the asset value instead of the 


gemulsition cost. 
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oe sis torcmeal Costs/Constant Dollars 
The FASB's definition of constant dollar accounting is 
"a method of reporting financial statement elements in dollars 
each of which has the same (i.e., constant) general purchasing 
power" [Reg. 6]. The board has stated that the Consumer Price 
Index (CPI) for all Urban Consumers will be used for computing 


G@omstant dollars by the following formula: 


hestorneal costes) <- CPi for DEesonenvear 


CPI for year asset acquired 


The CPI for urban consumers is a general price index. This 
means it is an index which reflects the tendency of prices 
to rise, fall or remain constant for all goods and services 
in the urban sector of the economy. 

The advantage of this method is that the purchase 
prices of assets acquired at different times can be adjusted 
so their costs are comparable. That is different assets' 
values are restated in dollars having the same purchasing 
power. Also the objectivity of historical cost is maintained, 
Since the assets' historical costs are being adjusted by an 
independently determined index. 

The disadvantage of this method lies in the use of an 
index to adjust historical cost. The CPI for urban consumers 
covers a broad range of goods and services and therefore, may 
not change by the same amount or in the same direction as a 


specific asset's value [Ref. 5]. 
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4. Conclusion 
For the purposes of this thesis, historical cost will 
be utilized for asset valuation, primarily for its objectivity 
and the ease of obtaining the data. Since it is also the 
present method of valuation employed at the Coast Guard Yard, 
the use of historical cost here allows for the findings to 
be readily comparable to the current Yard overhead costing 


data. 


B. USEFOL LIFE DETERMINATION 

Once the asset's value has been determined, it is then 
necessary to ascertain how long the asset will remain 
economically productive. This task is difficult enough when 
only the physical life needs to be determined. It is further 
complicated by the factor of technological obsolescence. Two 
methods will be discussed below--the use of IRS Tables and 
of managers' evaluations. 

1. Internal Revenue Service Tables 

The Internal Revenue Service has published Asset De- 

preciation Range (ADR) Tables, which provide guidelines for 
Suggested asset lives to be used for tax reporting [Ref. 8]. 
These guidelines are divided into two groups, "Assets Used by 
Business in General" and "Assets Used in Specific Industries". 
The Coast Guard Yard employs the ADR schedule for setting the 
lives of some assets, usually by taking the longest suggested 


life. 
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2. Managers' Evaluations 


This second method utilizes the operating managers to 
set the asset life. The managers may rely on their past experi- 
ence with identical or similar assets for asset life determina- 
tion. Although this method is somewhat subjective, it can be 
tempered by managers using hi geomet data, statistical data, 
and industry studies for setting asset lives. This judgmental 
approach is the other life determining method used by the Yard. 

B.  weonelusion 

Both of the above mentioned methods are presently 
employed by the Yard for new asset life determination. It 
is not within the scope of this thesis to check the validity 
of the life determinations of older assets. Therefore, the 
actual asset lives used by the Yard, since they appear to have 
been set in accordance with the above procedures, will be 


accepted as being reasonably accurate. 


C. METHODS OF DEPRECIATION 

Depreciation is the systematic transfer of the cost of an 
Mieeet tO expense to reflect the consumption of the asset's 
service potential. There are three generally accepted methods 
for depreciation, straight-line, accelerated, and variable 
charge. A fourth, the compound interest method, which is a 
decelerated depreciation method, is not used extensively and 


will not be covered in this thesis. 
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iS ELA Lene eDepreciation 


The straight-line method depreciates the asset evenly 
over a period of time. The theory behind the straight-line 
method is that the consumption of the asset is more closely 
related to the passage of time than any other criterion and 
that operating efficiency is relatively constant over the life 
of the asset, as are the repair and maintenance costs. Straight- 
line is also very appealing for its simplicity (dividing asset 
cost less salvage value by its useful economic life). This 
method is the prescribed means of depreciating all assets at 
the Yard. Additionally, a survey of eight commercial ship- 
yards around the country resulted in seven out of the eight 
Yards reporting the use of the straight-line method for finan- 
Cial reporting purposes. 

2. Accelerated Depreciation 

There are two different methods that fall under acceler- 
ated depreciation--sum-of-the-year's-digits and declining 
balance. Under the accelerated methods, the assumption is made 
that the asset's operating efficiency deteriorates over time 
and/or that repair and maintenance costs increase over time. 
The main appeal of these methods is for tax reporting purposes. 
They allow for a larger portion of the asset's cost to be ex- 
pensed during the early years of its economic life. Thus, with 
higher expenses than with a straight-line method, the company's 
taxable income and resulting tax are lower. Presumably, the 
asset is disposed of when it has lost its economic and tax 


deferring usefulness. The Cost Accounting Standards Board 
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(CASB) has allowed Defense contractors to use accelerated 
depreciation methods for their tangible assets. Cost Account- 
int Standard (CAS) 409, permits accelerated depreciation, but 
the contractor must be able to prove the accelerated method 
chosen accurately reflects the economic consumption of the 
asset. Since accelerated depreciation allows the contractor 
to recover most of the asset's cost from the Government in 
the early years of the asset's life, more money is available 
for asset replacement or capacity expansion. 
See variable Charge Methods 

Variable charge methods are used when the consumption 
of an asset if closely related to its use (e.g., machine hours 
Or units of output). Depreciation in these methods is variable 
wMeemeproduction. The principal criterion for consumption of 
service potential is the actual physical use of the asset. 

4. Conclusion 

For purposes of this thesis, the straight-line method 
of depreciation will be used. This choice is due to its 
Simplicity and the fact that straight-line is presently used 
by the Yard. While an accelerated method might more realis- 
tically represent the deterioration of some of the assets over 
time, it is beyond the scope of this thesis to determine, as 
objectively as possible, a suitable rate to reflect each asset's 
deterioration. The tax advantage of an accelerated method is 
irrelevant to the Yard and this thesis. However, if the present 
means of funding is changed so that the Yard would be required 


to maintain its capital, accelerated depreciation might be 
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advantageous. Finally, the assets to be discussed are only 
indirectly associated with production, while their usage is 
metacively constant. thus, the variable charge methods are 
not considered appropriate means of depreciation for these 


assets. 


D. CAPITALIZATION CRITERIA 
Before an item can be depreciated, a determination must be 
made whether to capitalize it (record it as an asset) or to 
expense it as a current operating cost of the period in which 
is it acquired. These decisions are based on a dollar thres- 
hold for valuation and a minimum useful life. 
1. Dollar Value Threshold 

The first threshold sets the minimum dollar level for 
an item to be recorded as an asset and subsequently depreciated. 
Any item falling below this level is considered an expense. 
Presently, the Yard's policy is to capitalize an item if it 
costs $200 or more [Ref. 9]. According to the composite re- 
sults of two 1979 polls, one conducted by the National Associa- 
tion of Accountants and the other by the Financial Executive 
Institute, 53% of commercial manufacturing firms not subject 
to the Cost Accounting Standards (CAS) had capitalization thres- 
holds less than $500. Forty-two percent of the respondents 
set thresholds between $500 and $1,000 and 53% had thresholds 
of greater than $1,000 [Ref. 10]. Additionally, the Cost 
Accounting Standards Board (CASB) has increased the minimum 


limit for capitalizing an asset in CAS 404 "Capitalization of 
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Tangible Assets" from $500 to $1,000. This change is applica- 
ble to defense contractors subject to the CAS. 

An informal survey of eight shipyards by the author 
revealed that five have set $1,000 as their minimum capi- 
talization level and two use $500. One shipyard had no set 
policy but decides on an asset-by-asset basis. 

2. Minimum Life Threshold 

In addition to the dollar criterion, an asset to be 
Capitalized must have a minimum life expectancy, usually 
greater than one year. Otherwise, the item should be expensed 
as a current consumable. The Yard's policy is for a capitalized 
asset to have a life of greater than one year. The CASB has 
set two years as the upper allowable limit for an asset's 
minimum life. 

3. Conclusions 

A dollar threshold of $1,000 was selected by the author 
for defining assets to be depreciated. This level was decided 
upon to conform with the commercial shipyards surveyed and with 
CAS 404. It is felt that items falling below this level are 
not sufficiently material to be considered assets nor are they 
worth the additional clerical costs that would be required to 
track them, if the items were capitalized. The asset life 


Criterion of greater than one year was chosen. 
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V. ASSETS 


A. ASSET DESCRIPTION 

This thesis will deal with 92 assets and their associated 
improvements. These assets have not been previously capi- 
talized and no depreciation of them is included in the 
Yard's overhead cost pool. The complete list of assets and 
improvements along with category code (to be explained below), 
year acquired, acquisition/improvement code, description of 
improvement, acquisition cost, useful life, and annual depre- 
ciation can be found in Appendix B. The acquisition/improve- 
ment code, 1S a single letter code--"A" for acquisition or 
"I" for an improvement. It is used to describe the nature of 
each line in the asset listing found in Appendix B. 

Noncurrent Yard assets labelled as Land, Structures, and 
Equipment on the Yard's balance sheet are broken down into 
five categories. They are Land, Buildings, Other Structures 
and Facilities, Automobiles and Trucks, and Machinery and 
Equipment. Land is not depreciated. Therefore, it was not 
taken into consideration for the purpose of this thesis. 
Neither were Automobiles and Trucks nor Machinery and Equip- 
ment considered. The former category's depreciation is already 
included in the Mobile and Weight Lifting Equipment Cost Cen- 
ter (82544), while the latter's depreciation is included in 


various cost centers that use machinery and equipment. 
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The two categories of interest are Buildings and Other 
Structures and Facilities (labelled "B" and "SF", respec- 
tively, in the category code in Appendix B). These asset 
categories have been previously included on the Yard's balance 
sheet, along with their accumulated depreciation. However, 
their depreciation was computed for statistical purposes only 
and was not broken down into its industrial and nonindustrial 


Components; nor was it added to the overhead cost pool. 


B. DATA COLLECTION AND STRUCTURING 

The asset data were obtained by the author from the Yard's 
property cards for Buildings and Structures and Facilities. 
Each asset was assigned an asset number which corresponded to 
its building number (as per the Yard's building numbering sys- 
tem). In cases of assets that were not specifically numbered 
(e.g., steam system, shipways, or sidewalks) a number between 
200.0 and 234.0 was assigned. Building identification numbers 
that were followed by a letter were assigned a decimal number 
(building 40A became 40.1, 40B became 40.2, etc.). This number- 
ing was also employed on the "200" assets, where some assets 
could be grouped together for costs common to the group and 
then be listed separately for costs unique to one identifiable 
asset. For example, piers became 205.0 for general pier costs; 
and individual piers were decimalized. Pier one became 205.1, 
pier two, 205.2, etc. Yard tower cranes (210's) were also 


treated in this manner. 
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C. CAPITALIZATION ASSUMPTION 

Years prior to FY-82 will be ignored. The only cost that 
will be treated as relevant is the remaining undepreciated 
value of each asset and its improvement as of the beginning 
of FY-82. The statistical depreciation of the subject assets 
in previous years is a sunk cost and, as such, will not be 


considered for the purposes of this thesis. 
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VI. CALCULATIONS 


This chapter will cover the procedure used to compute a 
new Yard overhead rate which would result from adding the new 
depreciation costs to the overhead cost pool. First, all 
assets falling below the $1,000 capitalization threshold were 
expensed. Second, acquisition and improvement costs were 
summed by asset. Third, the industrial portion of each asset's 
total annual depreciation was allocated to the appropriate 
cost center(s). Fourth, the cost centers' additional overhead 
costs were totalled, adjusted for drydock charges (which are 
totally recovered from customers by a separate charge), and 
then added to the previous FY-82 budgeted overhead to produce 
a new total overhead cost to be recovered. The resulting over- 
head increase from the addition of the write-off of assets 
with costs less than $1,000 was also determined. Fifth, new 
overhead rates were derived for each category of direct labor 


Charges. Finally, new drydock rates were computed. 


A. GAPITALIZATION THRESHOLD OF $1,000 AND EXPENSING OF ASSETS 
Of the initial 304 entries in Appendix B, 56 were removed 
because their acquisition costs were less than the $1,000 thres- 
hold. However, the remaining undepreciated book value of these 
removed assets had to be expensed. The value of all assets 

must be accounted for, either by annual depreciation until 
the assets’ useful lives expire or as a one-time expense for 


items falling below the threshold. 
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A computer program written by the author was used to 
calculate and then sum the remaining undepreciated balance 
of the removed assets. The remaining balance was computed 


by the following formula: 


(YEAR+ LIFE) - 82 x ANNUAL DEPRECIATION = BALANCE VALUE 


where: 


Year is the last two digits of the acquisition year. 
Life is the asset's useful life. 
82 is used for 1982. 
Balance Value is the asset's remaining undepreciated 
value. 
‘Next, the balance values for all assets were summed to 
the total value to be expensed. See Appendix C for a listing 


of eliminated assets' costs and their sum. 


B. SUMMATION OF ACQUISITION AND IMPROVEMENT COSTS 

The remaining assets whose acquisition and improvement 
costs were above the $1,000 threshold were totaled (along 
with their annual depreciation) by asset. Each asset's cost 
was the sum of its acquisition and/or improvement costs. 
Appendix D shows the total acquisition/improvement and annual 
depreciation costs by asset, as well as the total acquisi- 


tion and annual depreciation costs of all the assets. 
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See OCA LEON OF INDUSTRIAL DEPRECIATION TO COST CENTERS 

The assets were matched with their appropriate cost cen- 
ter(s) as listed in Appendix E. This matching information 
was provided by the Industrial Manager's Staff at the Yard. 

Two of the assets, the Administration Building (1.0) and the 
Comptroller and ADP Building (31.0), had their costs allocated 
directly to nonindustrial costs and indirectly to nonindus- 
trial costs via cost centers. Each building has identifiable 
areas that are 100% nonindustrial in nature. The correspond- 
ing portion of depreciation was allocated directly as nonindus- 
trial. The remaining portion of depreciation was allocated 

to multiple cost centers. These cost centers, in turn, have 
their own allocation percentages for industrial/nonindustrial 
(Appendix F). The calculations are exhibited in Tables 1 and 2. 

One additional asset, the Combined Shop Building (8.0), 
had its depreciation divided between two cost centers, as 
shown in Table 3. 

Next, each cost center had its cost allocated to the Yard 
industrial overhead cost pool. The allocation percentages used 
to separate the industrial costs from the nonindustrial costs 
are listed in Appendix F. Two allocation methods labeled 
"PRESENT" and "RECOMMENDED", have been presented in Appendix F. 
The "present" method is the one currently used by the Yard. 

A study, conducted by the Industrial Manager's Staff, revealed 
that there are no apparent allocation bases underlying the 
present method. There is no documentation available to sub- 


Stantiate the present percentages. The allocation percentages 
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TABIIE | 


Administration Building (1.0) 


Total Annual Depreciation = $3,091.32 


Cost Center $ of Builging Allocation 
based on sq. ft. 


Direct - Nonindustrial 19 =o oS 7.55 

82602 - Industrial Manager's é = PE ee eS, 
Staff 

mee S -—- Safety Staff iy = 52550 

82606 - Planning, Management > = 154.57 
Services Staff 

82607 - Industrial Engineering 8 - 247) 31 
Division 

82609 - Management Services ial = 340.05 
Division 

82631 - Civilian Personnel mak = 340.05 
OLFLCe 

82677 - Engineering Division, 22 = SHs0) 4 1, 


Industrial Department 


TOTAL 100 37 09 aS 2 
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TABLE 2 


Conpesotlereand ADP Building (31.0) 


Total Annual Depreciation = $3,509.77 


Cost Center SOL SUELaiIng Allocation 
based on sq. ft. 


Direct - Nonindustrial 50 si,754.89 
82608 - Management Information S98) PSPS S22 
Systems Division 
82641 - Fiscal Department ey 56.100 
TOTAL 100 > SOO / 7 
TABLE 3 


Combined Shop (8.0) 


Total Annual Depreciation = $13,098.09 


Cost Center 5905 Bumlading Allocation 
based on sq. ft. 


82321 - Pipefitting Shop 70 $9,168.66 
82343 - Materials Handling 30 37,929.43 
Shop 
TOTAL 100 le gs 00 
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now in use were apparently arrived at previously by negotiation. 
The study proposed new allocation percentages for the various 
cost centers by reference to different allocation bases, 
depending upon the nature of the cost center (e.g., Yard per- 
sonnel on the basis of their work assignments and building 
costs on the basis of square footage) [Ref. 1l]. 

The industrial cost centers are not subject to industrial/ 
nonindustrial allocation, since 100% of their costs are indus- 
trial. Along this same line, several assets that belong to 
allocable cost centers, that 1s, cost centers having both 
industrial and nonindustrial costs, are nonetheless identi- 
fiable as 100% industrial. A list of these assets can be 
found in Appendix G. 

The resulting industrial overhead allocation by allocable 


and nonallocable cost center is presented in Appendix H. 


D. NEW TOTAL INDUSTRIAL OVERHEAD COSTS 

A summation of all cost centers' additional industrial 
overhead costs was made for each allocation method, present 
and recommended. These totals were next adjusted by removing 
the drydock shop's costs. (AS will be explained below, all 
drydock costs are recoverable from direct customer charging.) 
The results are the additional overhead costs due to deprecia- 
tion of real property. New total overhead costs to be re- 
covered were initially determined by adding together the 
additional overhead costs and the previously budgeted overhead 


costs for FY 82. Then, these totals were both reduced by the 


40 





budgeted miscellaneous income for FY 82 to arrive at the 


Yard's new total overhead (see Table 4). 


TABLE 4 


New Total Industrial Overhead Costs 


Present Recommended 
Method Method 


Total of cost center's additional $ 561,095 S$ 597,453 
overhead 


Less drydock shop's share 24,240 24,240 
Total additional overhead SUNS). 515) ste he fs eats “yo 7 eo aera ia: 
Add previous overhead total Sen 70,927 S770 7927 
Subtotal $9,307,782 $9,344,140 
Less miscellaneous income 61,000 61,000 
New total overhead $9,246,782 $9,283,140 


The effect on the new overhead costs of the writing off 
of real property improvements costing less than $1,000 is 
shown in Tables 5 and 6. This would be a one-time expense 
to remove costs accumulated over the years. The author 
feels, for this reason, that this cost and its affect upon 
overhead should be kept apart from the increases due to depre- 
Clation alone. This is so the increases from including depre- 
Clation can be compared with the previous costs and rates 
without the distortion (which would be for only one year) 


caused by the write-off expense. 
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TABLE 5 


Write-off Expense Adjusted for Drydock Charges 


Write-off expense Soe 20 
Less drydock portion 5.612 
Write-off to be added to overhead Sc 65 7 


The Drydock Shop's portion of the write-off expense was de- 
leted so that it can be applied in computing the new drydock 
rate (see Section F). In Table 6 the net write-off expense 
was added to the new total overhead expense from Table 4. 

The increase to overhead was less than .1% for both allocation 


methods. 


TABLE 6 


Overhead Costs Adjusted for Write-off Expense 


Present Recommended 

Method Method 
New total overhead $9,246,782 S922303,140 
Write-off to be added to overhead Sead 8 657 
Overhead with write-off $99255,439 S929 1,797 


E. NEW OVERHEAD RATES 
As explained in Chapter III, Section D4, the Yard charges 


Customers for overhead costs as a percentage of customers' 
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direct labor costs. These labor costs fall into four cate- 
gories, each with its own overhead percentage rate. The labor 
Categories, with their current FY 82 hourly rates and annual 


budgeted costs, are listed in Table 7. 


TABLE 7 


Labor Costs 


Labor Category Hourly Budgeted 
Rate Labor Costs 
* 
Industrial Regular Hours Sho. 62 SOs Jor sz 7 
Industrial Overtime Hours 14.70 iOS 75 7 6 
* 
Engineering Regular Hours 17.24 Sys eS 
Engineering Overtime Hours Jee Pab =e 
Total Budgeted Labor Costs SIT. | QS GE 


* 

Note: regular hourly rates are accelerated by 141% to 
include all fringe benefit costs. These benefits 
do not accrue on overtime, so overtime hourly rates 
are not accelerated. 


The total regular or overtime hourly rate by labor cate- 
gory consists of the category's hourly labor rate plus its 
hourly overhead (O/H) rate. The hourly overhead rate is 


Semputed by the following formula: 


Hourly O/H Rate = (hourly labor rate) x (O/H % rate) 
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It is the Yard's policy not to charge customers more for over- 
time work. Therefore, the total hourly rate for regular and 
overtime hours is the same. As a result, the hourly overhead 
rate for overtime is lower than that for regular hours so 
that the two total rates will be equal. Finally, the same 
overhead percentage rate is used for both industrial and 
engineering regular hours. 

The principal objective of the overhead rate is to enable 
the Yard to break even. To this end, the rates are set so 
that a small net income would be generated, at least from the 
budgeted labor hours; so, there is money to cover subsequent 
overhead cost increases. 

To compute the overhead percentage rates, the average 


Overhead rate was first computed by the formula below: 


total overhead to be recovered 


Average overhead % rate = pudgeted total direct labor costs 


The average overhead percentage rate was used as a starting 
point in an iterative process (described below). 
Steps taken to compute overhead rates: 
Industrial and Enginerring Overhead Rate 
Calculations: 

1. Initially the industrial regular overhead percentage 
rate is set equal to the average overhead percentage rate. 
The industrial regular overhead percentage rate is multiplied 


by the regular hourly labor rate (accelerated) to arrive at 
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the overhead hourly rate. On each subsequent iteration, the 
industrial regular overhead percentage rate is increased by 


small amounts. 


REG. O/H % x REG. LABOR RATE = O/H HOURLY RATE (1) 


2. The regular hourly labor and overhead hourly rates are 


added together for the total regular hourly rate. 


O/H HOURLY RATE + REG. LABOR RATE 


= TOTAL REG. HOURLY RATE (2) 


Se ithe total overtime (0.T.) hourly rate is set equal to 


Hae total regular hourly rate. 


merTAL REGULAR HOURLY RATE = TOTAL O.T. HOURLY RATE (2) 


4. The total overtime hourly rate less the overtime hourly 
labor rate, all divided by the overtime hourly labor rate 


yields the industrial overtime overhead percentage rate. 


meee O.T. HOURLY RATE - 0O.T. LABOR RATE 


= 9 
O.T. LABOR HOURLY RATE O.T. O/H % RATE 


(4) 


5. The engineering regular overhead percentage is equal 


to the industrial regular overhead percentage. 


45 





INDUSTRIAL REG. OVERHEAD % RATE = ENGINEERING REG. O/H 3 RATE (5) 


6. Steps 1 through 4 are repeated for the engineering 


regular and overtime rates. 


Applied Overhead Calculations: 


7. Once the labor categories' overhead percentage rates 
have been determined, they are multiplied by their respective 
budgeted annual labor costs. The results are the budgeted 
overhead applied for each labor category. 

LABOR CATEGORY 


LABOR CATEGORY O/H % RATE x BUDGETED ANNUAL 
Gost 


= LABOR CATEGORY BUDGETED Ca) 
APPLIED O/H 


8. The three budgeted overhead applied amounts are added 


together for the total budgeted overhead applied. 


LABOR CATEGORY _ TOTAL BUDGETED 
BUDGETED APPLIED O/H + #APPLIED O/H 


Change eo Meee ub stexel Oehaigbeleneyt 


9. Total budgeted overhead applied is subtracted from 
overhead to be recovered (the difference, if negative, is 


net income to retained earnings; if positive, it is a net loss). 


O/H TO BE RECOVERED ~- TOTAL BUDGETED APPLIED O/H 


= (~-) NET INCOME OR (+) NET LOSS (9) 
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If the above process results in a net loss, the process is 
repeated with the industrial regular hours overhead percentage 
rate increased from the previous iteration. The process is 
repeated until a very small negative balance (net income) is 
obtained. 

The above calculations were performed for additional over- 
head from both depreciation alone and depreciation plus the 
write-off expense. Both present and recommended allocation 
methods were used for depreciation alone and for depreciation 


with the write-off expense (Table 8). 


TABLE 8 


Computation Matrix 


Present Recommended 
Aiplocatilon Allocation 
Method Method 
Depreciation X X 
Depreciation + Write-off X X 


The following illustration shows the final iteration of 
the overhead rate determining process. The recommended method 
for allocation is used with overhead increased for depreciation 
alone. A complete listing of all four sets of resultant over- 
head rates can be found in Table 10. The resulting applied 
overheads and net incomes are listed in Table ll. (Both 


tables appear in Chapter VII.) The numbers in parentheses 
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Berer to the step 


process presented previously. 


Industrial Rates 


(oe tee bse o2 = %10.97 
MORO teeetseo2)) = 24.79 
24.79 - 14.70 

14.70 = 68.64% 


lap a\e fal jel Slang ok ete) Rates 


noes X Aj.2a= 13.69 
eeoo = L/.220= 30293 
De Oe oe 

lige tey 7k = 69.85% 


Applied Overhead 


Industrial regular hours: 


ec 


maaustrial O.T. hours: 


S18) « 


Engineering regular hours: 


on 


Wee x “NO ovO,Go27 = 58,255,081 
643 x WAGE wee = S 712,541 
40% x Soo ees. =)» 516,904 


Total budgeted applied overhead $9,284,526 


and formula number in the computation 


(1) 


(7) 


(7) 


ao 


(8) 


NOTE: No engineering overtime hours have been planned. 
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Change CoO Retained Earnings 


Overhead to be recovered Sooo 40 
Less budgeted applied overhead SOG 4 20 (9) 
Net loss (net income) (S$ ID eS) 


F. NEW DRYDOCK RATE 

The drydocks' overhead costs are not part of the Yard's 
overhead cost pool. Rather, they are charged directly to the 
vessels utilizing the drydocks. This charge is computed for 
each fiscal year. It is based upon feet-days in drydock, that 
is, the vessel's length overall (LOA) times the number of days 
in drydock. The total budgeted annual footage is divided into 
the Drydock Shop's (82344) budgeted overhead to determine the 
rate per foot. For example, the USCGC GALLATIN'S LOA is 378 
feet and she is scheduled for 21 days in drydock. Her direct 
drydock charge would be based on 378 £t x 21 days or 7,938 feet. 

The new drydock rate was determined by adding the addi- 
tional overhead due to depreciation to the previous drydock 
budgeted overhead. This sum was then divided by the budgeted 
annual footage to obtain the new drydock rate. There was also 
a portion of the Yard's write-off expense attributable to the 
drydock shops. This value was obtained by adding together the 
undepreciated asset values, listed in Appendix F, for asset 
67.0, Drydock 1; asset 68.0, Drydock 1 Headhouse; and asset 
75.0, Drydock 2 Headhouse. Separate calculations were made 


to include this one-time extraordinary expense in the drydock 
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rate. The results of these calculations are shown in Table 


i (Chapter VII). 
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Voie END ENGS 


A. YARD OVERHEAD RATE 

The changes to the Yard's total overhead costs are found 
in Table 9. Both allocation methods, present and recommended, 
were applied to the increase due to depreciation alone and then 
to the increase due to depreciation plus the write-off expense. 
The additional overhead from depreciation was higher using 
the recommended allocation method. This was primarily due 
to large increases in the industrial allocation from the pre- 
sent method for the following cost centers: Steam and Sani- 
tary Sewers (82543); Piers, Bulkheads and Shipways (82563); 
and Streets and Roads (82566) plus a modest increase in 
Meriicy Lines (82542) industrial allocation coupled with a 
large annual depreciation. 

The current overhead rate (FY-82) is presented below in 
Table 10 along with the four alternative increased rates. 
Table 11 displays the applied overhead amounts for each labor 
category. The current FY 82 figures are provided for com- 
parison. Also, the net income that would result from each 
of the alternative overhead rates, is presented for each set 


of calculations at the bottom of Table ll. 


foe er eCrl ON PROJECT COSTS 
Table 12 presents the effect on project costs of each 


overhead rate formulation. To take into account all the labor 
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TABLE 9 


Change in the Yard's Overhead 


Present Recommended 
Allocation Allocation 
Method Method 
Depreciation 
Previous O/H Seer Oo 27 Sow 7) Oy ee 
Less: Miscellaneous Income 61,000 on Oke nO) 
Previous O/H to Recover (a) $8,709,927 $8,709,927 
Add: Additional O/H From 
Depreciation 561-095 597,453 
Subtotal S927. 022 5953072300 
Less: Additional Drydock O/H 24,240 24,240 
New O/H to Recover (b) $9,246,782 597255 seo 
Increases 6.16% 6.583% 
Addition of Write-off Expense 
New O/H to Recover (b) 29, 246, 722 Soe Ze 2 40 
Add: Write-off Expense sy ay) 7 BOS 7 
New O/H with Write-off 3 2oo 439 $9,291,797 
Increases 
From Previous O/H to Recover (a) 6.26% 6.68% 
From New O/H to Recover (b) 094% 093% 
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Project A 


OQ WP bh 


Labor 


h65 
165 
T65 
165 
165 


Project B 


OO WP bw 


Labor 


45,123 
45,123 
a LoS 
45,123 
45,123 


Project C 


0OQOWPN 


Labor 


eat, 058 
Sie, 058 
315,058 
Bi, 098 
ba, 008 


Project D 


DUQAWP,Ph 


Labor 


476,054 
476 ,054 
476,054 
476,054 
476,054 


TABLE 12 


Effect on Sample Project Costs 


22 


129 
Is, 
130 


O/H 


Boyer? 
5,206 
35 , 404 
Bay eyLe: 
35,449 


O/H 


23271135 
246,249 
247,195 
247 ,564 
247,510 


O/H 


215 10lF Jey 
372 ,084 
Oi Spo we 
372,560 
373,988 


Mat'ls 


u1 un O11 UO 


Mat'ls 


3,689 
a ooo 
5,689 
3, 689 
Sy eh) 


Mat'ls 


217,249 
217,249 
217,249 
217,249 
217,249 


Mat'ls 


468,515 
468,515 
468,515 
468,515 
468,515 


Total 


292 


209 
Zoo 
300 


Total 


84,059 
86 , 080 
86,216 
S6r E25 
86,261 


Ihayesul 


764,442 
ei: Frelelo 
719,202 
Veal 
TIS cle 


Sea 


WSS) Beds: 
Ie HU Se, 
Polo, Oo. 
pont, 29 
173038 ,557 
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categories, a weighted overhead percentage rate was used. 
The following formula was employed to obtain the weighted 


average for each formulation of overhead 


Total Applied Overhead _ Weighted average 
Budgeted Total Direct Labor Costs overhead % rate 


The labelling and associated weighted average overhead 


rate used in Table 12 is as follows: 


Procedure Description Wtd O/H 

82 Current O/H Percentage Rate WS Glee: 

A Depreciation, Present Method V3 = Gs 

B Depreciation, Recommended Method 78.46% 

C Depreciation & Write-off, Present 78.26% 
Method 

D Depreciation & Write-off, 78.56% 


Recommended Method 

The projects represented in Table 12 were selected from 
the Yard's Project Summary Report. The criterion used in 
selection was to present a range of total project costs from 
a low of less than $500 to a high of greater than $1,000,000. 
Project A was a boom inspection for a 180 ft. buoy tender. 
Project B was a bilge modification for a 210 ft. Medium 
Endurance Cutter. Project C represents a composite of several 
jobs for a 205 ft. Medium Endurance Cutter. These jobs were 
naval engineering and electronic engineering yard availabili- 
ties, sewage holding tank modification, and miscellaneous 


work. Project D is also a composite for a 205 ft. Medium 
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Endurance Cutter. The jobs represented include elecgronic 
engineering yard availability, ventilation and rehabilita- 


tion, electrical conversion, and miscellaneous work. 


Seeger iCl ON DRYDOCK COSTS 

It was necessary to compute two new rates for the dry- 
dock. One rate reflects the overhead increase due to depre- 
Ciation alone, and the other rate takes into account depreciation 
and the write-off expense. The drydock write-off expense, 
computed as described in Section VI.F, was $563. Since the 
Drydock Shop (82344) is 100% industrial, the two allocation 
methods do not apply. 


Table 13 presents the current and new rates. 


D. EFFECT ON BUDGETED INCOME STATEMENT 

Comparative Budgeted Income Statements are presented in 
Tables 14 and 15. Table 14 contains the current budgeted 
income statement and the statement resulting from the inclu- 
Sion of real property depreciation. Table 15 is identical in 
format to Table 14 but also includes the write-off expense. 
The percentage increases in total expenses from the current 
FY 82 budgeted income statement are shown at the bottom of 


each income statement. 
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TABLE 13 


Dry Dock Rates (per day) 


Current Drydock Rate 


lmaeoe Budgeted Overhead $304,695 3 BG 
FY 82 Budgeted Footage Geno70) Et. ° ' 


Drydock Rate with Depreciation 


Budgeted Overhead $304,695 
Add: Depreciation AO) 
New Overhead $326,970 
S72 Geo 70 > 
Semaomce = ee 
Increase over current rate 3203 % 


Drydock Rate with Depreciation and Write-off Expense 


Overhead Sa265970 
Add: Write-off 563 
New Overhead S20 7533 
B2oy 555 _ 
GOD sy sO Mee 
Increase over current rate 9.63% 
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Mt. €GONCLUSZONS 


Pema LE RIALITY 

The additional overhead costs resulting from including 
real property depreciation are considered material. Although 
the maximum increase in total expense was $573,213 or 2.02% 
(from Table 14, using the recommended allocation method), 
this is still a significant amount of money. This amount 1s 
equivalent to a medium sized project (see Table 12). This 
increase represents a 6.58% increase in overhead (see Table 9) 
and would necessitate raising the Industrial regular hours 
overhead percentage rate from the current 74.6% to 79.4%. 
Any increase in overhead costs that would result in exceeding 
the current 75% overhead percentage rate ceiling would require 
authorization from Coast Guard Headquarters. Therefore, in 
light of the above factors, the author feels that an increase 
due to depreciation would be material. 

From an accounting point of view, the difference in costs 
between the present and the recommended allocation methods 
was not relevant. What is important is the rationale and 
Supporting documentation behind each method. The recommended 
method was preferred by the author since it does have a support- 
ing basis. From available records, the present method appears 
to have been developed arbitrarily. 

The write-off expense of $8,657 was considered an imma- 


terial amount in relation to the Yard's total expenses. The 
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inclusion of the write-off in the overhead cost had no effect 
upon the overhead rates calculated without using this added 


expense. 


B. RELEVANCE 

The relevance of depreciation based on historical costs 
diminishes with the age of the asset. If depreciation were 
recovered from customer charges and held ina sinking fund 
for asset replacement, the money generated from depreciation 
of a 1943 asset could not realistically be expected to replace 


the identical asset at 1982 costs. 


C. RECOMMENDATION 

The issue here is this: What would be the objective of 
the Coast Guard Yard in including real property depreciation 
as part of overhead costs? Just to track the expiration of 
assets' historical costs or to attempt to determine the cur- 
rent cost of operating the Yard by using the assets' current 
cost depreciation? Without Congressional action a third 
alternative of recovering assets' costs (historical, current 
or replacement) through depreciation charges is not possible. 

Although the effect of adding historical cost depreciation 
to overhead has been presented in this thesis, it is recom- 
mended that current costs be used for any subsequent studies. 
The inflation rate since the end of the second world war has 
made the historical acquisition costs of the Yard's assets 


irrelevant for any type of cost analysis. Current cost would 
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provide more useful information as to operating costs. The 

use of current costs vice historical costs for government 
accounting would require Congressional approval. The General 
Accounting Office (GAO) and the FASB are both currently examin- 
ing proposals that move away from historical costing towards 
current costing as a means of measurement. For managerial 
purposes, however, the value and relevance of current cost 
depreciation included in the Yard's overhead would have to 


be evaluated. 
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8230 


cost center 


82310 
82311 
BZzolZ 
2.513 
82320 
giz o2 1 
BZo22 
B2323 
2530 
S233) 
Boos 
e533 
82340 
82341 
82342 
82343 
82344 
82345 
82346 
82397 


B99 


APPENDIX A 


WARD COST CENTERS 


Industrial Overhead Account Number 


Structural Group 
Sioriieriag Shop 
Sheetmetal Shop 
Welding Shop 
Mechanical Group 
Pipefitting Shop 
Inside Machine Shop 
Outside Machine Shop 
Electro Group 
Electrical Shop 
Electronic Shop 
Ordnance Shop 
Services Group 
Woodworking Shop 
Paint Shop 

Materials Handling Shop 
Drydock Shop 

Boat Shop 

Central Toolroom 
Tug and Sea Mule 


Unallocated Production Costs 
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8240 


cost center 


Public Works Department Shops Account Number 


82445 Grounds and Janitorial Services Shop 
82449 Utilities and Building Maintenance Shop 
8250 Operations and Maintenance Account Number 


cost center 


82542 Deviatey Lanes 

82543 Storm and Sanitary Sewers 

82544 Mobile and Weight Lifting Equipment 
82545 Powerhouse Branch 

82549 Trash Collection and Disposal 

82563 Piers, Bulkhead and re 

82565 Buildings 

82566 Street and Roads 

62575 Maintenance of Major Shop Equipment 


8260 General Administrative and Management Expense 


Account Number 


cost center 


82602 Industrial Manager and Staff 

82605 Safety Staff 

82606 Planning, Management & Services Dept. 
82607 Industrial Engineering Division 

82608 Management Information Systems Staff 
82609 Management Services Division 
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S205. 
82641 
SZ651 
Bip 52 
S20 53 
82654 
82655 
82656 
82671 
620/77] 


82697 


82698 


82699 


Civilian Personnel Office 

Fiscal Department 

Supply and Procurement Department Staff 
Procurement Division 

Storage and Distribution Branch 
Inventory Management Branch 

ima rac. Branch 

Technical Branch 

Industrial Department Staff 

Engineering Division - Industrial Dept. 


Depreciation of Machinery and Equipment 
not included in shop overhead 


Cash Discount 


Unclassified Administrative Expense 
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APPENDIX B 


LIST OF ASSETS AND IMPROVEMENTS 


COLUMN DESCRIPTORS : 


l. asset category code 


2. year acquired 
3. acquisition/improvement code 
4, improvement description 


STE acguistelonecost 


6. asset life 


7. depreciation 


COLUMN NO. lize 


oa 


1.Q ADMINISTRATION BUILDING 


B 


B 


vo WD WwW wD 


w 


42 
42 
44 
45 
45 
46 
47 
49 
49 
65 
78 


79 


FLAGPOLE 


ALTERATION 


ALTERATION 


FLAGPOLE 


ALTERATION 


PARTITION 


PARTITIONS 


ALTERATION 


ALTERATION 


RPLC STAIRS 


RENVTE 3RD FLOOR 


67 


Pos400. 75 


Z000 250 
26/273 
OGIO 2 
215547) 
S00. /1 
400.70 
P5010 ..66 
OOO 


9016.42 


Thee iesoye Che, 


G45. 30 


2205n55 
40.00 
a oie: 
IGS A eh, 
See) 2, 
7.04 
Saye 
ZZ 2.016 
es OS 
214506 
S56203 


224 99 





COLUMN NO. le 


4.0 WOOD SHOP 
B 


B 


50 BOAT SHOP 


B 


5.1 BOAT SHOP 
B 
B 
B 


B 


BEA 
eae 
46 I 
48 I 
48 I 
ice 
fio a 
Lea 


80 I 


70. a 
fale 
ors 
80 I 


80 I 


ANNEX 
43 A 


ZO 


VENT 

FAN 

PARTITION 

UNKWN IMPRVMNT 
MOD & ADD FLOOR 
MOD 2ND FLOOR 
VENT PHOTO LAB 


EMERG LIGHTING 


LOL LS 
UNKWN IMPRVMNT 


RENVTE HEATING 


L700. 60 
Zo eo 

Zo 725 
B50 291 

Sy Sot 
34497.27 
90283 .,26 
20246.20 


2601.05 


37S , 20 
b Ay oo ea 


Svo..34704.14 


TNDUST HYGENE SYS 522149.10 


EMERG LIGHTING 


SPRINKLER SYS 


foL6. 05 


S70 050 


4981.43 


65 I ELECTRICAL IMPRVE J1S6.25 


76 I ELECTRICAL ALTER 24950 .17 


6.0 DEGREASING BUILDING 


B 


B 


65 A 


12244.25 


45746.16 


74 I MOD VENTS & LIGHTS 


68 


PA ENB Oy (8h 7 
5.43 
4.72 
6.48 
2.43 

LZ7 766 

3470.69 

LOO] 336 


SAAS, 


gs te Sia) 
6.48 


2481.00 


Dyas Sigs ee pc 8) 


225020 


1TS0'.00 
Teo 4 
NS Bats, 


1467.64 


£897.76 


ZOD geek S 





COLUMN NO. ie 


23 


tO YARD TOLLET 
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78.0 FABRICATING SHOP (CONTINUED) 
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221.0 YARD SEWAGE SYSTEM (CONTINUED) 
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APPENDEX C 


WRITE-OFF EXPENSE FROM $1,000 CONTRIBUTION THRESHOLD 


ASSET IDENTIFICATION FY-82 UNDEPRECIATED ASSET VALUE 
1.0 ADMIN BLDG 890.80 
4.0 WOOD SHOP 324.02 
SU SOAL SHOP OR OG 
e-0) COMBINED SHOP L781.05 

26.0 STORAGE SHED 170.64 

31.0 COMPTROLLER ¢ ADP SO. 72 

66.0 MOBILE EQUIP MAINT 824.33 

m0! «6©DRY DOCK 1 1s) Fae (2118) 

68.0 DD 1 HEAD HOUSE 0:5. 60 

fo.0 DD 2 HEAD HOUSE 294.42 

78.0 FABRICATING SHOP Ole 5 9 

81.0 FLAMABLE STORAGE 11.44 

86.0 STORAGE SHED eo 2 

208.0 YARD AIR SYSTEM 3)2) 5 (0)10) 
216.0 SHIPWAY 1 1244.47 
217.0 SHIPWAY 2 yoU.2] 
228.0 FIRE ALARM SYSTEM Syn (218) 
231.0 SIDEWALKS 35.00 
TOTAL Soca. 3 
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APPENDIX D 


ASSET ACQUISITION AND DEPRECIATION LISTING 


Asset Identification Total Acquisition Total Annual 


Costs Depreciation 
i ADMIN BLDG 20225 SUG) iL BS 
4. WOOD SHOP 322842 oO 7 
SF, BOAT SHOP 599418 57 Sly US 
5. BOAT SHOP ANNEX 90617 2847.27 
&. DEGREASING BLDG 579510 3348.89 
We YARD TOILET 16500 5510.00 
on COMBINED SHOP 484815 ILE) 4 Oe, 
iL (ae SHIPWAY HEAD HOUSE 3.370 418.27 
iti MACHINE SHOP E223 LAP. sell 
EO. SHIPWAY XFMMR HOUSE 3000 310010 
ius 8 POWER HOUSE 324813 IES SNS ti Sie, 
ye MARINE RAILWAY MACH HSE 11000 Leow o 
2. STORAGE SHEDS 54406 27 202 0 
2A, STORAGE SHED 8000 L600 0 
Lo STORAGE SHED 24000 480.00 
ZO. STORAGE SHED 57747 1948.70 
2, CLASSROOM 14686 On SUG 
oF. COMPTROLLER & ADP BS Sys, SSUES IF 
Be. PAINTED PRODUCTS IS) SLs 6408.21 
34. SAND BLAST FACIL 3648 364.80 
40. ELEC & ELECTRONICS 54782 WAG) aE OMe 
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Asset Identification Total Acquisition Total Annual 


Costs Depreciation 
40.1 ELECTRONICS SHOP 228546 7633.90 
40.2 ELECTRICAL SHOP 324923 Oss 23 
40.3 ELECTRICAL STORAGE 90739 7032.60 
43.0 STORAGE SHED 16000 320.00 
51.0 STORAGE SHED 59406 2206263 
53.0 INCINERATOR 17000 340.00 
54.0 GATE HOUSE 2000 40.00 
56.0 STORAGE SHED 12445 elils ile 
58.0 MOLD LOFT 213942 5366.27 
65.0 SALVAGE OFFICE - 4010 10025 
66.0 MOBILE EQUIP MAINT 35186 62747 | 
Gye0 DRY DOCK 1 685582 15622.89 
68.0 DD 1 HEAD HOUSE 257380 6860.11 
71.0 CENTRAL TOOL ROOM 41060 . Sas 5 Ou 
75.0 DD 2 HEAD HOUSE 80600 1573.90 
77.0 CENTRAL LOCKER ROOM 1041 208.20 
78.0 FABRICATING SHOP 2250 ns 1! 50976.18 
79.0 FIRE & AMBULANCE HSE 152320 10327.20 
80.0 STORAGE SHED 59182 1986.93 
81.0 FLAMABLE STORAGE 59182 1986.92 
85.0 STORAGE SHED INES ILS (0 2103 252 
86.0 STORAGE SHED 226 700 S27 acs 
87.0 SCALE HOUSE 1000 20.00 
90.0 SPRAY PAINT BLDG 574913 Slab a ie 
91.0 POWER SUB-STATION BUYS ol 1114.28 


ST 





Asset 


pi. 0 

a. O 

94.0 

Bio. 0 
be. 0 
9) . 0 
HOC. 0 
Oa. 0 
104.0 
on. 0 
oe. 0 
200.0 
Zor. 0 
Zoe. 0 
205 .0 
Zu. 0 
ZOe. 1 
Zul. 2 
205. 3 
205.4 
2. 
206.0 
Zo. 0 
Z03.0 


Zw9'. 0 


haenmeltication 


POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
STORAGE SHED 
STORAGE SHED 
COMPRSD GAS BOTL STOR 
EAST BULKHEAD 
SOUTH BULKHEAD 
NORTHEAST BULKHEAD 
PERS 

PIER l 

PIER 2 

PIER 3 

PIER 4 

ie 3) 2) 5 ales) 

PILE DOLPHINS 
SHORE TIES 

YARD AIR SYSTEM 


GANGWAYS & PLATFORMS 


Toca ACGuisi tion 
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Costs 


61089 
21 Go7 
27857 
ZO 1 
60613 
PAs S| 
Z218o7 
HIG 4 2 
56536 

8000 
foo? 


ive Ae 


SOW 2 37 
1047178 
639524 


240448 


77638 


58147 


191826 


21446 
21446 
S33 
26460 
30789 


Ba064 


Total Annual 
Pemreclac1on 
4437.48 
1114.28 
1114.28 
ors 28 
2424.52 
1114.28 
Le aee28 

465.68 
2261.44 
alge) 295 oe) 
1658.70 
1820.76 
2SHEaor. 97 
2645228 
1595359 4 
9772.80 
Bez 6.61 
2643.05 
10754.73 
854.86 
854.86 
So LOR 0 
2292.00 
EZ32250 


6353.5 





Asset Identification Locat ACGUns1 ELON Total Annual 


Costs Depreciation 

210.0 YARD CRANES S26 6433.60 
20,1. TOWER CRANE 1 V5255 3047.00 
200.3 TOWER CRANE 3 336166 14106.87 
210.4 TOWER CRANE 4 308184 13L03.0L 
210.5 CLYDE GANTRY CRANE Syeoio)e) ih Ds Busy ay (Ops, 
215.0 USCGC MESSENGER (TUG) 300000 7300-00 
216.0 SHIPWAY 1 Sora: Dod .6/ 
Zag. 0 SHIPWAY 2 423673 6264.27 
218.0 WASTE OIL PAD 23100 3465.00 
219.0 SLUDGE BARGE 7000 aE Fis (80 
221.0 YARD SEWAGE SYSTEM 641828 16466.98 
2,0 CULVERT 27836 Sialveal > 
224.0 STEAM SYSTEM iio o 71.1. By o56.00 
Ze. 0 FRESH WATER SYSTEM 223 SL So onc 3 
228.0 FIRE ALARM SYSTEM 61868 PAS) Naess. 
229.0 BRIDGE 58889 2823.47 
230.0 ROADWAYS 200352 LOSE S25 
231.0 SIDEWALKS 101440 7 oo 716 
Ze2.0 FENCES 8829 441.45 
233.0 PARKING LOTS Slog 6024.40 
Ze4.0 YEAR ELECTRICAL SYSTEM 180008 9006.74 

TOTAL i O02 26 679496.00 
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APPENDIX E 


ASoe ls ' 


ASont IDENTIFICATION 


ie O 


a. 0 
vor. 0 
ee 0 
lige. O 
Zale, 0 
24.0 


25.0 


‘ADMIN BLDG 


WOOD SHOP 

BOAT SHOP 

BOAT SHOP ANNEX 
DEGREASING BLDG 
YARD TOILET 


COMBINED SHOP 


SHIPWAY HEAD HOUSE 
MACHINE SHOP 

SHIPWAY XFRMR HOUSE 
POWER HOUSE 

MARINE RAILWAY MACH HSE 
STORAGE SHEDS 

STORAGE SHED 


STORAGE SHED 
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82602 
82605 
82606 
82607 
82609 
6@Z631 
82677 
82342 
82320 
82320 
6220 
82671 
Szei2 1 
82343 
82563 
82322 
82563 
82545 
S256 3 
82653 
82653 


82653 


COST CENTER ASSIGNMENTS 


COST CENTER 


im@dust. Mons. Staff 
Safety Staff 
PvanveMae. SVES. Stat 
iljqko.;  aygkoe he (Datiyge 

Meio ves webs vy. 
yiitanweersom OLS. 
Enge Divs Ind. Dept. 


Woodworking Shop 
Mechanical Group 
Mechanical Group 
Mechanical Group 
imaust. Dept. “Start 
Pipefitting Shop 
Matls Handling Shop 
Piers, Blkhds, Shipways 
Inside Mach. Shop 
Piers, Bldkds, Shipways 
Powerhouse Branch 


Piers, Blkhds, Shipways 


Stor. & Distrib. Branch 
Stor. & Distrib. Branch 
Strom. a .DiLsStrib. Branch 





ASoelT IDENTIFICATION 


Zo. 0 
Zr. O 


Su. 0 


2h 0 
34.0 
40.0 
40.1 
40.2 
40.3 
43.0 
51.0 
53.0 
54.0 
56.0 
58.0 
65.0 
66.0 
67.0 
68.0 
70 
75.0 
77 0 
nen 0 


79.0 


STORAGE SHED 
CLASSROOM 


COMPTROLLER & ADP 


PAINTED PRODUCTS 
SAND BLAST FACIL 
ORDNANCE SHOP 
ELECTRONICS SHOP 
BEPCTRICAL. SHOP 
ELECTRICAL STORAGE 
STORAGE SHED 
STORAGE SHED 
INCINERATOR 

GATE HOUSE 

STORAGE SHED 

MOLD LOFT 

SALVAGE OFFICE 
MOBILE EQUIP MAINT 
Bee DOCK 1 

DD 1 HEAD HOUSE 
CENTRAL TOOL ROOM 
DD 2 HEAD HOUSE 
CENTRAL LOCKER ROOM 
FABRICATING SHOP 


FIRE & AMBULANCE HSE 


ou: 


Sin o> 
Siz om 
82608 
82641 
82342 
82342 
S255 
SZea2 
S2ae2 
8 255 
82653 
82655 
82445 
82602 
82653 
S2art 
82653 
82544 
82344 
82344 
82346 
82344 
S20 
S20 


82605 


COS CENTER 


Stem Ss Dilstwib, Branch 
Civilian Pers Office 
Mngmnt Info Sys Div. 
Fiscal Dept. 

Paint Shop 

Paint Shop 

Ordnance Shop 
BPreGeronlcs Shop 


Electrical Shop 


Blecerical) Shop 


Stores Distrib, Branch 
Seeore so “Distrib. Branch 
Grnds & Janitor Svc Shop 


Indust. Manger Staff 
Stor. Dirstrib.. Branch 
Ship erecting Group 
Storm. & Distrib. Branch 
Mops Wee bite. EGUulD 
Digyaock Shop 

Drydock Shop 

Central Tool Room 
Drydock Shop 
Structugal Group 


Structural Group 


Safety Staff 





ASeEL IDENTIFICATION 


80.0 
Same 0 
Siar. O 
86.0 
oe. O 
JF, 0 
one. 0 
a2. 0 
ge. 0 
94.0 
367, 0 
gar. 0 
go 0 
100.0 
One. 0 
104.0 
iow. 
oer. 0 
Zoi). 0 
Zones 0 
202.0 
PAD) Si te 
2055.0 
ZU. 1 


ZO. 2 


STORAGE SHED 
FLAMABLE STORAGE 
STORAGE SHED 
STORAGE SHED 
SCALE HOUSE 
SPRAY PAINT BLDG 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
POWER SUB-STATION 
STORAGE SHED 

STORAGE SHED 

COMPRSD GAS BOTL STOR 
EAST BULKHEAD 

SOUTH BULKHEAD 
NORTHEAST BULKHEAD 
PIERS 

PIER 1 


PIER 2 
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Sia) 8) 
BIZ 55 
S2Z653 
82653 
82653 
82342 
82542 
82542 
82542 
82542 
82542 
82542 
82542 
82542 
82542 
82542 
S20a3 
S2053 
5745) 
Si2010'3 
Sizei0 3 
82563 
Sze 
S2pi6 3 


S250 


COST CENTER 


Stem. -& 
Seen. & 
Sirgia,, 7 & 
SEOr. & 
SEO w cae 
Paint 
Ut reerey 
VELL ty 
iGo lay 
DErLity 
Wiese Ey 
DU Pimeeey 
Utila ty 
Ue ty 
Verity 
Vera ty 
SE@i eo 
Stor. & 


Stor. & 


BIserLb, 
SlaLeicqukl or 
Destr1.. 
Distr ib. 
Bast 2D. 


Shop 


Lines 
Lines 
Lines 
Lines 
Lines 
Lines 
Lines 
Lines 
Lines 


Lines 


Branch 
BrancF. 
Brave. 
Branch 


Branch 


Distrib. Branch 


Distrib. Branch 


Distro. Branca 


Piers, Blkhds, Shipways 


Piers, 
Piers, 
Piers, 
Piers, 


Piers, 


Bilknacds, 
Blkhds, 
Blkhds, 
Blkhds, 


Blkhds, 


Shipways 
Shipways 
Shipways 
Shipways 


Shipways 





ASSET 


AOS. 3 
205.4 
Ave. 5 
Zuo . 0 
20/7 0 
Zs: . 0 
209 .0 
210.0 
Zen) . 1 
ZnO. 3 
20. 4 
Zao). 5 
a. 0 
Zao. 0 
Zany .0 
Zise. 0 
Zee). O 
2. 0 
223.0 
224.0 
ZZ. 
220.0 
229.0 
Zo0 .0 


Zo. O 


IDENTIFICATION 


PIER 3 

PIER 4 

PIER 5 

PILE DOLPHINS 

SHORE LEES 

YARD AIR SYSTEM 
GANGWAYS & PLATFORMS 
YARD CRANES 

TOWER CRANE l 

TOWER CRANE 3 

TOWER CRANE 4 

CLYDE GANTRY CRANE 
USCGC MESSENGER (TUG) 
SHIPWAY 1 | 
SHIPWAY 2 
WASTE OIL PAD 
SLUDGE BARGE 

YARD SEWAGE SYSTEM 
CULVERT 

STEAM SYSTEM 

FRESH WATER SYSTEM 
FIRE ALARM SYSTEM 
BRIDGE 

ROADWAYS 


SIDEWALKS 


or 


B20 S 
8Z503 
82563 
S2503 
Boos 
S25 L0 
82343 
82544 
82544 
82544 
82544 
82544 
S259 7 
B2500 
82563 
82671 
SZo71 
82543 
82566 
82542 
82542 
82605 
82566 
82566 


82566 


COs ConTER 


Piers, 
Piers, 
Piers, 
Piers, 


Piers, 


Samuctural Group 


Blkhds, 
Blkhds, 
Blkhds, 
Blkhds, 


Blkhds, 


Shipways 
Shipways 
Shipways 
Shipways 


Shipways 


Matls Handling Shop 


Mob. & 
Mob. & 
Mob. & 
Mob. & 


Mob. & 


Wt. 


Wt. 


Witte. 


Wt. 


Wt. 


ina ites 


eee 


Dare. 


Gree s 


ieee ® 


Tug & Sea Mule 


Idenblaly eo: 
Equip 
Equip 
Equip 


|e gblalye: 


Piers, Blkhds, Shipways 


Piers, Blkhds, Shipways 


Indust. Dept. Staff 


Indust. 
storm & 
Seeeets 
Derlrey 


Wier cy. 


Depe. 


Staff 


Sanitary Sewers 


& Roads 


Lines 


Lines 


Safety Staff 


Streets & Roads 


Streets & Roads 


Streets & Roads 





ASSET IDENTIFICATION Ceo, CENTER 


Zee) EP ENCES 82445 Grnds & Janitor Sve Shop 
Zo5.0 PARKING LOTS 82566 Streets & Roads 


234.0 YARD ELECTRICAL SYSTEM 82542 Utility Lines 
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APPENDIX F 


COST CENTER'S INDUSTRIAL ALLOCATION BASES 


Cost Center 


e2aill 
82520 
Bzo2l 
ie 2 2 
eeo31 
Bio 32 
B33 3 
82341 
82342 
82343 
82344 
82346 
32397] 


82445 


82542 


SHitPr LPtiENG SHOP 

MECHANICAL GROUP 

PIPERL AT ENG yoHOP 

INSIDE MACHINE SHOP 

ELECTRICAL SHOP 

ELECTRONICS SHOP 

ORDNANCE SHOP 

WOODWORKING SHOP 

PAINT SHOP 

MATERIALS HANDLING SHOP 

DRYDOCK SHOP 

CENTRAL TOOL ROOM 

TUG & SEA MULE 

GROUNDS & JANITORIAL svc. 
PRESENT METHOD 


RECOMMENDED METHOD 


ULtEtTyY LINES 
PRESENT METHOD 


RECOMMENDED METHOD 
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Allocation to 
Industrial O/H 


100% 
100% 
100% 
100% 
100% 
100% 
100% 


100% 


(1003 


100% 
100% 
100% 


1003 


49% 


89% 


60% 


Yoke 


Allocation 
Base 


UNKNOWN 


JOR OE BEbCsS 
COVERED sBYy 
JANITORAL 
CONTRACT 


UNKNOWN 


SQUARE-FOOTAGE 
& METERING 





Cost Center AtlTocatraon to Alvoecas ion 
Industrial O/H Base 


82543 STORM & SANITARY SEWERS 


PRESENT METHOD 513 POPULATION X 
PER CAPITA 
WATER FLOW 
X AVERAGE . 
WAST FLOW X 3% 
INDUSTRIAL 
+ 13% 


RECOMMENDED METHOD 74% YARD POPULATION 
INCLUDING 
Vist eeNG Sie > 


82544 MOBILE & WEIGHT LIFT. 


lHONOPIEI EA 
PRESENT METHOD 71% UNKNOWN 
RECOMMENDED METHOD 89% S ObevCHECLES 


& BQUIPMENT 
THAT ARE INDSTL 


82545 POWERHOUSE BRANCH 
PRESENT METHOD 7103 ELECTRICAL USAGE 
WITHIN A ZONE 
X % ZONE 
WAS INDUSTRIAL 
RECOMMENDED METHOD 733% SQUARE- FOOTAGE 


82563 PIERS, BLKHDS & SHIPWAYS 


PRESENT METHOD 41% UNKNOWN 
RECOMMENDED METHOD 703 PIER & BULKHEAD 
FOOTAGE 


82566 STREETS & ROADS 


PRESENT METHOD 22% UNKNOWN 
RECOMMENDED METHOD 60% LENZ AK FRET Or 
ROADWAY 


36 





Cost Center Allocation to eM lifexers a slelg! 


Industrial O/H Base 
82602 INDUST MANGR STAFF 100% 
82605 SAFETY STAFF 
PRESENT METHOD 87% UNKNOWN 
RECOMMENDED METHOD 84% YARD POPULATION 
82606 PLANNING, MANGMT SVCS 
STAPF 
PRESENT METHOD 87% UNKNOWN 
RECOMMENDED METHOD 713 STARR’ S BUSINESS 
VOLUME 
@zo0o0/ INDUSTRIAL ENG. DIV. 
PRESENT METHOD 87% UNKNOWN 
RECOMMENDED METHOD 84% YARD POPULA- 
TION 


82608 MANGMT INFOR SYSTEMS STAFF 


PRESENT METHOD 717% UNKNOWN 


RECOMMENDED METHOD 50% COMPUTER USAGE 
(ESTIMATE) 


82609 MANGMT SERVICES DIV. 


PRESENT METHOD 25% UNKNOWN 
RECOMMENDED METHOD 34% YARD POPULA- 
TION 


82631 CIVILIAN PERSONNEL OFFICE 


PRESENT METHOD 85% UNKNOWN 
RECOMMENDED METHOD 87% YARD CIVILIAN 
POPULATION 


82641 FISCAL DEPARTMENT 


PRESENT METHOD 87% UNKNOWN 
RECOMMENDED METHOD 58% % OF FUNDS 
MANAGED 


oy) 





Cost Center MULOeCaAerTOM tO Allocation 


Industrial O/H Base 
82653 STORAGE & DISTRIB BRANCH 
PRESSNT eME THOS 87% UNKNOWN 
RECOMMENDED METHOD (Sk: WAREHOUSE 
SEACH STUDY 
826/71 INDUST. DEPT STAFF 100% 
82677 INDUST. DEPT, ENG. DIV. 100% 
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APPENDIX G 


ONE HUNDRED PERCENT INDUSTRIAL ASSETS IN ALLOCABLE COST CENTERS 


Cost Center 


100% Industrial Assets 


82544 Mobile and Weight Lifting Equipment 


ZOrO 
PCa al 
7 EO RR 
210.4 


ZaNOKS 


82653 Storage and Distribution 


Zon O 


Yard Cranes 

Tower Crane l 
Tower Crane 3 
Tower Crane 4 


Clyde Gantry Crane 


Branch 


Compressed Gas Bottle Storage 


82563 Pier, Bulkheads and Shipways 


O70 
oO) 
ZO 1.0 
ZOO 
ZOD 
ZOO a2 
205123 
205.4 
ZO 
Z067 0 
PRI, -, (0) 


Za 3 0 
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Shipway Head House 
Shipway Transformer House 
East Bulkhead 
Northeast Bulkhead 
Pier l 

Pier 2 

Pier 3 

Pier 4 

Pier 5 

Pile Dolphins 
Shipway l 


Shipway 2 





AREENDIX i 


INDUSTRIAL OVERHEAD ALLOCATED TO COST CENTERS 


Soest Center 


e2eLO Structural Group 
eeoll Shipfitting Group 
82320 Mechanical Group 
82321 Pipefitting Shop 
82322 Inside Machine Shop 
82331 Electrical Shop 

82332 Electronics Shop 

82333 Ordnance Shop 

82341 Woodworking Shop 

82342 Paint Shop 

82343 Materials Handling Shop 
82344 Drydock Shop 

82346 Central Toolroom 

82397 Tug and Sea Mule 

82445 Grnds and Jntrl Svc Shop 
82542 Utility Lines 

82543 Storm and Sanitry Sewers 
82544 Mobile and Wt Ltg Eqpmt 
82545 Power House Branch 

82563 Piers, Blkheds, Shipways 


82566 Streets and Roads 


100 


Peeseic 
Method 
9274115..94 
S750 oRco 
63 ples 
9,168.66 

122230 

JL sists) tele 
Ppl Bee S83 
22721206 
9,245.07 
64,264.31 
Soe. 56 
24,240.23 
505.67 
B77 ono! 
400.57 
SoG 7 e353 
Sissi 
ode 7 Ob. o7 
ee oO 
NS) 5 SNE ele (oils 


9,124.04 


Recommended 


Method 


52,415.94 
Sy lsle o418 
ope klar sas 
Sp dlleves sles, 
L227 0 

UE Fi Peis Shoo) 
7055770 
2,1 21208 
O75 245.07 
O45 200738 
Dec. 6 
247,240.23 
SiPes Hevea on) 
3755.00 
eyo Ae lis. 
86709508 
2, 8555 
O07 6268.59 


1 Wes eNOS oak 


OMe, F507 2 


L7G 3 3. 4 





Cost Center Present Recommended 


Method Method 
peoo2 Indust. Mgr. Staff 256 oo ZO 
82605 Safety Starf Se Biesslentei0 jie 282 50 
42606 Plang., Mgt. Svcs. Dept. 134.48 109.74 
82607 Indust. Eng. Div. ZAs Se 6 AOS 2a. 
eeaoue Mgt. Info. Sys. Staff Sots 3 Sica bal 
meow Mgt. Svcs. Div. Zo 224.43 
82631 Civilian Pers. Office ele tees ia Oe 
82641 Fiscal Dept. po. 09 346.06 
82653 Storage and Distr. Br. e507. 60 Ua 54-52 
S2e71 Imdust. Dept. Staff 8970.00 3,970.00 
Seo77 Eng. Div. Ind. Dept. 680.10 osm 1 0 

TOTAL 561,095.47 97,455.55 
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